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1. Although the Hungarian political “impasse* fa no nesrer solution thaii it was 
Jest month, both the Small Holders and the leftist factions seam content to 
postpone their inter-party conferences which would dovbtless lead to a show 
down and perhaps e real erisis. 


2. The Communists anid fellow-travellers profit by this delay, as apparently no 
coun; of muuieipal elections will be held this year. The Saal] Holders 
seen sutiefied thet election "reforms" and further purges are aot being 
forced by their opponents. 


3, The reshaffling of cabinet maxbers affected only the Small Holders, but by 
permitting Erdse to accept the Ministry of Public Supply, General Sviridor 
4s rid of him as Chairman of the Comalttee of Reparations, a chenge much to 
Sriridovy'g liking, 


4. Since the Peesent Party te unahle to replace Minister of Education and 
Religion Aectusstury with an scceptable man, he reaains teaperarily in office. 
fhe extreze Radieal Darvaa is not acceptable to Smell elders. 


5, Leftist groups have forced publie (municipal) ownersh’p of small flour ullle. 
thie is the first step toward the socialization of individually owned amali 
businesses. 


& In order to eplit the Smell Holders, Sulyok's Freedom Party has finally beon 
permitted to organize formally. While mexbers of Parliament may not leave the 
Snell Holders temporarily, the future elections will sea about fifty percent 
of the Small Helders votes going to Frecdom Party. Sulyok's party is the first 
officially acknowledged opposition te the present coalition and is technically 
of the extremes right. Sulyok, however, is actually nore demecratic than the 
present Small Holder lenders and will get the support of the dawoeratic 
nationalist alementa. 


7 The stability. of the forint was badly shaken during Hoveuber, Dollars offered 
‘bg Amoricane ware exchanged semi-officlally at 17 te 19 forint. Export-isport 
Pirme were permitted to caloulatea rates at froa 16 to 22 forint with the 
Hationel Bank officials deciding the szact rate. In mid-lovesber, the black 
market rate was shout 20 to 22 but droppel to 15 to 16 forint by the end of 
6 mouth, 
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@. As the ‘szive of the forint declined despite the drastic methods (including 
terroriss) by the Goverment to control it, prices have seared, Geods 
withdrawn from the officially controlled mrket rose on the black market 

- 29 to 100 percent on foodstuffs and up t© 30 percent on textiles. 


9. Martial law was declared with tie minimum sentendes of 10 years om 
fadieial maximum of death for dlec’.srketecra ani exohangersa. However, the 
Minister of Public Supply was forced to permit a 100 percent increase on 
potatecs and cabbage and 20 parcent on lard to infuse peasants te soll. 


10, A serious raw material shortage and the inability of the public to buy is 
curtailing production in all but the heavy and électrical industries working 
for reparations ascounts. ‘The consequent unemployment is placing mony on 
public relief, thus further unbaleneing the budget. Drastie unemployment 
ie expected within 60 days. With declining production, shoes and textiles 
are rationed as of 1 Decenber. 


Li. To balance the growing Russian cultural propaganda, the Pritish Viennese 
paper "Horning Wews® will be sold in Hungary where it is hoped the circula- 
tion will be 20,000 copies defly: The price will be 30 filler against 
40 filler for other Bungerian papers. a 


12, The leftist grovpa are leaning weetward since the victory of the Commnists 
in France, Interier Minister Laszlo Rajk, leader ef thé leftewing Commnists, 
4a now {n Paris conferring with Meurise Thores. oa? 
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